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FM AMEMBASSY LUSAKA 
TO SECSTATE WASHDC 2217 
INFO AMEMBASSY LONDON 
AMEMBASSY BONN 
AMEMBASSY BELGRADE 

CONFIDENTIAL LUSAKA 1906 

LIMDIS 

EO 11652: GDS 
TAGS: EGEN 

SUBJECT: TIKA STEEL MILL APPLICATION TO EXIMBANK 
REE: STATE 227457 
BEGIN SUMMARY 

1. AMBASSADOR DELIVERED LETTER FROM EXIM BANK DIRECTOR 
KOBELINSKI TO CENTRAL BANK GOVERNOR KUWANI SEPT 27. HE 
BITTER AND IRRECONCILABLE IN SAYING HE DETERMINED TO HAVE 
NOTHING FURTHER TO DO WITH EXIM ON THIS PROJECT. KUWANI 
CONVINCED EXIM INSINCERE AS WELL AS INCONSISTENT IN ITS 
HANDLING OF CASE. BELIEVES EXIM HAS NO INTENTION-REGARDLESS 
OF SUPPORTING EVIDENCE WHICH HAS OR MIGHT BE ADVANCED-OF 
GRANTING LOAN TO COVER US EQUIPMENT FROM SWINDELL DRESSLER. 
KUWANI ALSO CHARGES-DESPITE OUR DISCLAIMERS-THAT POOR 
EXIM BANK HANDLING OE THIS CASE GIVES EVIDENCE USG 
GENERALLY UNSYMPATHETIC TO ZAMBIAN DEVELOPMENT NEEDS AT TIME 
WHEN HE SAYS ZAMBIA NEEDS FOREIGN TECHNOLOGY AND CAPITAL. 
ZAMBIA PLANS SCALE DOWN US EQUIPMENT NEEDS TO BARE MINIMUM 
FOR HYL PROCESS AND SEEK CREDIT ELSEWHERE FOR IRON 

AND STEEL PROJECT. REQUEST DEPT. REVIEW CASE AND 
CONFIDENTIAL 
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PROVIDE GUIDANCE. END SUMMARY 

2. IF DEPT OFEICIALS HAVE NOT YET HAD OPPORTUNITY 

TO DISCUSS CASE WITH SWINDELL DRESSLER, WHICH IS BOTH MAJOR 
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us EQUIPMENT SUPPLIER AND CONTRACT MANAGER EOR PROJECT, WE 
WOULD URGE THIS BE DONE THROUGH INVITATION TO SWINDELL'S 
ROBERT LAWRENCE IN PITTSBURG, PENNSYLVANIA. IT NOTEWORTHY 
THAT SWINDELL'S ROBERT LAWRENCE HAS NEVER ONCE CALLED AT 
EMBASSY, DESPITE INVITATIONS EXTENDED TO HIM THROUGH VARIOUS 
CHANNELS. COULD ALSO BE ILLUMINATING IF DEPT COULD CONTACT 
BANK OE AMERICA WHICH ALSO INTERESTED IN LOAN. 

3. WHILE EMBASSY HAS ITS OWN PRIVATE RESERVATIONS ABOUT 
EEASIBILITY OE A PROJECT BASED ON POOR GRADE IRON ORE 
RESOURCES AND IMPORTED PETROLEUM FOR NAPHTHA FUELING, TO 
SAY NOTHING OE ZAMBIA'S HIGH CAPITAL-OUTPUT RATIO (7:I-8:1), 

WE IN NO POSITION PASS TECHNICAL OR ECONOMIC JUDGMENT ON 
PROJECT WITHOUT ACCESS TO ALL RELEVANT DATA. BOTH AMAX AND 
ANGLO-AMERICAN TOP MINING OFEICIALS HAVE REPEATEDLY EXPRESSED 
THEIR SERIOUS DOUBTS TO US ABOUT EEASIBILITY OE SUCH AN IRON 
AND STEEL MILL PROJECT. THESE DOUBTS HAVE INTENSIEIED IN 
RECENT WEEKS AS ZAMBIA'S EOREIGN EXCHANGE AND EISCAL 
SITUATION HAS WORSENED. 

4. COMMENTS: KUWANTS ATTITUDE SHOULD COME AS NO 
SURPRISE TO EXIM IF HE WAS AS OUTSPOKEN IN WASHINGTON 
AS HE MADE OUT TO ME HERE. WHAT MAY BE NEW IS HIS EFEORT 
TO BLAME US AS OVERALL EXTERNAL FINANCING FOR THIS 
POLITICALLY MOTIVATED AND ECONOMICALLY QUESTIONABLE 
PROJECT SEEMS TO GO POORLY BECAUSE WORLD INFLATION 
PERSISTS AND ZAMBIAN ECONOMIC SITUATION WORSENS. IT 
ALSO POSSIBLE WEST GERMANS (KEW) AND YUGOSLAVS MAY BE 
LESS ENTHUSIASTIC THAN KUWANI TRIED TO CONVEY IN THEIR 
SUPPORT OF ROLLING MILL AND BASIC INFRASTRUCTURE, 

RESPECTIVELY, EOR PROJECT. 

5. WE HAVE POINTED OUT THAT SWINDELL DRESSLER IS REPUTABLE 
US AFFILIATE OE PULMAN STANDARD AND IN BEST POSSIBLE POSITION 
TO SERVE GRZ IN ASSESSING AND ARGUING SOUNDNESS OF PROJECT 
(ESPECIALLY IN VIEW OE IDENTICAL STEEL MILL SET UP BY SD 

WITH EXIM EINANCING AT PUEBLO, MEXICO). TRUE, MEXICO HAS 
CONEIDENTIAL 
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PETROLEUM, ZAMBIA DOES NOT. HOWEVER, WE WONDER WHY EXIM 
REPORTEDLY HAS NOT ACCEPTED EEASIBILITY PRESENTATION OE SD 
WHEN IT SAID HYL PROCESS UNIQUE AND SD HAS EXCLUSIVE RIGHTS. 

6. OUR STAND WITH ZAMBIANS WOULD BE REINEORCED IE DEPT COULD 
REVIEW CASE AT POLICY LEVEL WITH EXIM BANK AND SWINDELL AND 
PROVIDE WHATEVER ADDITIONAL GUIDANCE MAY BE NEEDED TO DEEEND 
US INTERESTS LOCALLY IN FACE OE ZAMBIAN CHARGES OE US BIAS 

AND UNFAIR TREATMENT. KUWANI TOLD ME PRESIDENT EOLLOWING 
CASE PERSONALLY; AT ONE POINT INSTRUCTED HIM TO DROP SD 
BECAUSE EXIM BANK INDICATED SD POORLY QUALIFIED 
TECHNICALLY AND UNACCEPTABLE TO EXIM. KUWANI EEELS 
SD HAS SINCE VINDICATED ITSELE AND THEIR CONTRACT WITH 
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SD REMAINS FIRM. KUWANI DROPPED STRONG HINT HE UNDER 
INSTRUCTIONS, FOLLOWING CABINET REVIEW OF PROJECT, TO 
LAY IT ON LINE WITH AMERICAN AMBASSADOR. EVEN THOUGH 
KUWANI HAS SERVED ME WITH SOMETHING OF AN ULTIMATUM 
IN RESPONSE TO KOBELINSKI LETTER, THIS IS PROBABLY NOT 
THE LAST WE HAVE HEARD ON THIS PROJECT. IN FACT KUWANI 
WOULD PROBABLY GRAB AND RUN WITH AN EXIM LOAN (TO PUMP 
PRIME FOR PRIVATE LOANS) IF EXIM AWARDED IT WITHOUT HARD 
AND FAST INDEPENDENT FEASIBILITY REQUIREMENT. 

7. WE CAN CERTAINLY DO WITHOUT YET ANOTHER IRRITANT 

IN US-ZAMBIAN ECONOMIC AND COMMERCIAL RELATIONS AND I 
HOPE DEPT CAN EASILY REASSURE US THAT ZAMBIAN LOAN 
APPLICATION WAS INDEED-AS WE WOULD EXPECT-GIVEN FAIR 
AND IMPARTIAL TREATMENT. FROM TIME TO TIME WE ARE 
NEEDLED ABOUT "HISTORIC WESTERN TURNDOWN" ON TANZAM RR 
WHICH CHINESE PICKED UP. FACT THAT EXIM REQUIRING 
GUARANTEE ON LOANS TO MINING COMPANIES -WHILE UNDERSTANBLE 
TO FOREIGN MINORITY INTERESTS (ANGLO AND AMAX)-IS STIT T. 
RESENTED BY ZAMBIANS ON FALSE GROUNDS US OPPOSES LOCAL MAN- 
AGEMENT. 

8. CENTRAL COMMITTEE MEMBER DANIEL LISULO AND GENERAL 
MANAGER OF TIKA PROJECT WAS LESS CAUSTIC THAN KUWANI 
IN MY BRIEF CONVERSATION WITH HIM SEPT 30, ALTHOUGH 
QUESTIONED WHY EXIM BANK COULD NOT SEE FIT TO GRANT 

$4 MILLION LOAN. HE SUGGESTED APPOINTMENT WEEK 

OF OCT 6. IF POSSIBLE, WOULD WELCOME SOME PRELIMINARY 

CONFIDENTIAL 
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GUIDANCE BY THEN. 

WILKOWSKI 

CONFIDENTIAL 



« END OF DOCUMENT » 
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